Sey 


* : 


dated Textile Mills Limited 


Annual Report 1974 


Summary of Financial Results 


Be ee ee Ee RR TT TT ee eee eee eee eee eee ee eee SSE SSS 


See al orice 
Saees Ee 1973 

Sales 8 $41,098,000 $36,201,000 
Depreciation 8 and 9 $ 1,330,000 $ 1,140,000 
Finances generated by operations 9 $ 2,026,000 $ 2,092,000 
Earnings before taxes 8 $ 719,000 $ 1,160,000 
Earnings 8 and 9 $ 247,000 $ 643,000 
Earnings per common share issued 8 11:8¢ 29.7¢ 
Equity per common and class ‘‘A”’ share issued* 7 and 12 $ Sod $ 5.40 
Working capital 6 and 7 $ 5,673,000 $ 6,125,000 
*based on 2,258,089 common and class ‘‘A’’ shares 
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Consolidated Textile Mills Limited 


and Subsidiaries 


Directors’ Report to 
Shareholders 


Sir JAN LEWANDO, C.B.E., 


D. TARAN, 
Chairman. President. 


During the first six months of 1974 there was a continuing strong worldwide 
fabric demand coupled with a tight raw material supply situation. This heavy 
demand, spurred by speculation, resulted in a world-wide accumulation of large 
inventories of fibres and fabrics. 


Liquidity problems, caused by the tight monetary policies imposed by Far Eastern 
governments to combat inflation, created panic selling of these inventories. 
Faced with a slackening demand in their own domestic markets, Far Eastern 
manufacturers started to dispose of their inventories at prices below 1972 levels 
and, in most cases, below their own cost. 


In the U.S. market, the soft goods demand at the retailer level started to fall off 

at mid-year. The effect worked back through the textile pipeline to the fabric 
manufacturers late in the third quarter. This, coupled with price pressure from the 
Far East, caused market prices in the U.S. to drop as much as 40%. The side 
effects of these developments are now being felt in our market because of the 
liquidation of U.S. inventories into Canada. 


Canadian soft goods retail sales remained relatively strong right through the 
second half of 1974. However, rapidly decreasing price offerings on fabrics from 
the Far East, along with Canadian retailers’ over-reaction to the situation in the 
United States, have resulted in a much reduced intake of Canadian-produced 
fabrics by our domestic customers during the latter part of 1974. 


The Canadian situation is further worsened by the removal of quotas on some 
fabrics which has allowed Far Eastern countries to accelerate quickly their low 
price offerings and shipments into Canada, thus further undermining buyer 
confidence. 
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Financial Review 


Net earnings for the year were $247,000 against $643,000 in 1973. Based on an 
average of 2,173,389 common shares outstanding, 1974 earnings amounted 

to 11.3¢ per share. This compares with 29.7¢ per share in 1973. Sales rose 
13.5% from $36,201,000 in 1973 to $41,098,000. 


Second half 1974 results were adversely affected by two major factors: lower 
sales volume and higher costs. 


Sales suffered because of a seven-week strike at our dyeing and finishing plant 
for woven goods at Alexandria, Ontario. In addition, low price quotations and 
shipments from the Far East exerted a strong downward pressure on demand as 
customers only bought to cover immediate needs. 


Earnings were affected by rising wage rates, higher costs of chemicals, supplies 
and services and the inability to pass on these additional costs in view of import 
competition. The sudden change in the second half of 1974, from a world-wide. 
shortage of polyester filament yarn to an over supply situation, caused a 

sharp drop in prices which necessitated inventory write-downs in accordance 
with the company’s policy of valuing inventory at the lowest of cost, replacement 
cost and net realizable value. 


The depressed state of the U.S. textile industry also had an adverse effect on the 
results of your company’s American operations during 1974. 


Capital expenditures in 1974 totalled $2,288,000 as compared to $2,181,000 in 
1973. The major part of 1974 capital expenditures was used to increase 
productivity and quality. This has greatly enhanced our ability to compete in 
the domestic and foreign markets. 


Depreciation charges increased from $1,140,000 in 1973 to $1,330,000 in 1974. 


Employees 


At December 31, 1974, Consolidated Textiles and its subsidiaries employed 

1,270 people. Our five plants are located in small urban areas. The contribution of 
company wages, salaries and benefits play a vital part in maintaining stable 
employment and living standards in these centers. 


Skilled, creative and experienced personnel have enhanced the company’s 
performance. The diversity of talents and widening of knowledge, acquired through 
the years, have resulted in a high level of effectiveness in production, sales 

and administration. 


The directors appreciate the special efforts made by employees during this 
challenging period in the life of the company. 


Over the last three years, your company has spent in excess of $10 million in 
capital expenditures to increase capacity and modernize its plants to a point 
where most are as efficient as any other comparable facility in the world today. 


Consolidated Textiles’ nylon fabrics are woven in the Joliette, St. Hyacinthe and 
Montmagny, Quebec mills and dyed and finished at the Alexandria, Ontario plant. 


The company is also a large supplier to the woman’s and children’s dress, blouse 
and sports wear fields and to the men’s suit and trouser industries in both warp 
and double knits. These fabrics are knitted at Montmagny, Quebec and dyed 

and printed at our plant in Drummondville, Quebec. 


Customer service is complex in the textile industry, where fibres are processed 
into a great variety of fabrics, colours and designs. To aid management in 
providing flexible and effective customer service, the company installed a 

Univac 9070 computer. Consolidated Textiles is one of the few industrial 
companies in Canada that has an “‘on line’ data base system. This allows for 
immediate updating of sales orders and inventory with their status instantaneously 
readable on terminal screens. 


Design, research and development have kept the company ahead of the rapidly 
changing fashion trends in the Canadian textile market. A high degree of 
creativity continues to contribute to rising sales. 


Consolidated Textile Mills Limited 


and Subsidiaries 


Directors’ Report to 
Shareholders (continued) 


Outlook 


Over the short term, inflation, labour unrest and continuing inventory liquidations 
from the Far East and the United States will have an adverse effect on the 
company’s performance. 


Given normal business conditions, the efficient Canadian textile industry is 
competitive under the present tariff rates. However, the type of competition 
experienced from the Far East in the last six months is virtually impossible to cope 
with unless the Canadian Government takes immediate further action. Far 

Eastern landed-in-Canada prices varied from slightly below or up to 20% above 
Canadian prices in 1973 and early 1974, but are now below their 1972 levels and 
as much as 40% below prevailing Canadian prices. This has occurred in a period 
of time during which Far Eastern labour costs have increased approximately by 
30% a year and raw material costs have quadrupled. 


The Canadian industry has made representation to the Textile and Clothing Board 
in December 1974 covering a wide area of products which have been affected 

by these low priced imports from the Far East. To date, with the exception of 

an imposition of a quota on Korean nylon fabrics, no action has been taken 

by the Government to alleviate this problem. 


Another major concern is the rapid escalation of garment imports from the 

Far East at prices with which it is virtually impossible for Canadian garment 
makers to compete. Different segments of the garment industry will be shortly 
approaching the Textile and Clothing Board in Ottawa to consider the containment 
of such damaging imports. 


The export competition from the Far East, and more recently the United States, is 
hopefully of short term nature. Once their own domestic and other export markets 
recover and their excess inventories have been liquidated, they should reduce 

the emphasis on selling below cost in Canada and concentrate their efforts in their 
traditional markets. After the American market returns to a more normal basis, 
there should be a double-barrelled effect on the Canadian market. Competition 
from the United States should reduce and Far Eastern exporters should shift their 
selling emphasis to the United States because of the appeal of its size in 

relation to Canada. 


Your company has been at the forefront of the Canadian textile industry in 
updating manufacturing facilities and in research and development of fabric, style 


and quality. As soon as the current economic situation improves, this programme 
should put Consolidated Textiles in an advantageous position to profit from the 
opportunities that will present themselves in the future. 


On behalf of the board, 


/ the 


J. A. Lewando, 
Chairman. 
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D. Taran, 
President. 


March 3, 1975 


Products 


In the ladies’ fashion area, the company sells a 
variety of fabrics in both woven and knitted polyester, 
nylon and their blends to manufacturers of blouses, 
dresses, uniforms, lingerie and sportswear. 


Besides being a major supplier of printing services 
to other textile manufacturers, the company has its 
own print merchandising department selling printed 
fabrics to all sectors of Canada’s garment industry. 


The company is the largest domestic supplier to 
the nylon outerwear and sportwear fields — for the 


manufacture of skiwear, snowmobile wear, children’s 
snow suits, sailing jackets, sleeping bags, hockey 
pants and other items generally associated with 
active outdoor life. 


In the men’s wear field, the company supplies both 
knitted and woven fabrics of polyester and polyester 
blends for men’s jackets, suits and leisure slacks. 


Consolidated Textiles has always been one of the 
leaders in the export of Canadian textiles. Our export 
business is a major factor in compensating for the 
swings in demand in the domestic market. We are 
presently exporting to 48 countries. 


New home furnishing division — 
“Condelle House”’ 


The company’s continuing policy of looking at other 
areas in the textile business, where they complement 
our present facilities and where further vertical 
integration is desirable, has resulted in the formation 
of a new home furnishings division called “‘Condelle 
House’”’. This division will be supplying the Canadian 
retailers with a range of both printed and plain 
finished draperies and drapery fabrics. 


Consolidated Textile Mills Limited 


and Subsidiaries 


Consolidated Balance Sheet 
as at December 31, 1974 


1973 
ASSETS 
CURRENT ASSETS: 
Cash $  320,000* 
Accounts Receivable 10,243,000 
Government Grants Receivable 601,000 
Inventories (Notes 1 (c) and 2) 14,235,000 
Prepaid Expenses 335,000 
25,734,000 
FIXED ASSETS (Note 1 (d)): 
Land $ 54,000 
Buildings 2,821,000 
Machinery and equipment 15,267,000 
18,142,000 
Less: Grants __ 1,703,000 
16,439,000 
Less: Accumulated depreciation 7,043,000 9,396,000 
INTANGIBLE ASSETS: 
Unamortized Discount and Expenses on Long Term Debt 72,000 
Excess of Cost Over Book Value of Subsidiaries 1,706,000 1,778,000 
$36,908,000 


*Reclassified for comparative purposes 


AUDITORS’ REPORT 
To the Shareholders of Consolidated Textile Mills Limited: 


We have examined the consolidated balance sheet of Consolidated Textile Mills Limited and its subsidiaries as at December 31, 1974 and the 
consolidated statements of earnings, retained earnings and changes in financial position for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 
In Our opinion these consolidated financial statements present fairly the financial position of the companies as at December 31, 1974 and the results of 
their operations and the changes in their financial position for the year then ended, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Montreal, February 3, 1975 Chartered Accountants 
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1974 1973 
LIABILITIES 
CURRENT LIABILITIES: 
Bank Overdraft - representing Outstanding Cheques 3 AZ {000 $ 1,093,000* 
Bank Loans and Acceptances (Note 3) 16,074,000 12,175,000 
Accounts Payable and Accrued Liabilities 4,145,000 5,373,000 
Accounts Payable — Affiliated Companies 775,000 429,000 
Income and Other Taxes Payable 167,000 393,000 
Long Term Debt Due Within One Year 12,000 146,000 
21,945,000 19,609,000 
LONG TERM DEBT (Note 4) 2,560,000 2,775,000 
DEFERRED INCOME TAXES (Note 1 (e)) 2,766,000 2,336,000 
SHAREHOLDERS’ EQUITY: 
Capital stock without par value (Note 5): 
Authorized 
Common 4,500,000 
Class ‘‘A” 500,000 
Issued 
Common 2,173,389 $ 7,576,000 $ 7,576,000 
Class “A” 84,700 343,000 343,000 
Retained Earnings 4,516,000 12,435,000 4,269,000 12,188,000 
$39,706,000 $36,908,000 


Approved on behalf of the Board 


J. A. LEWANDO, Director 
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D. TARAN, Director 


Consolidated Textile Mills Limited 


and Subsidiaries 


Consolidated Statement of Earnings 


for the year ended December 31, 1974 


SALES 


1973 


$36,201,000 


Operating Profit before the undernoted items: 
Interest — Bank Loans and Acceptances 

— Long Term Debt 
Depreciation 


EARNINGS BEFORE INCOME TAXES 
Provision for Income Taxes — Current 
— Deferred 


EARNINGS 


EARNINGS PER AVERAGE COMMON SHARE (Note 7) 


EARNINGS PER AVERAGE COMMON AND CLASS “A” 
SHARE IF ALL OPTIONS EXERCISED (Note 7) 


Consolidated Statement of Retained Earnings 


for the year ended December 31, 1974 


$ 3,273,000 
768,000 
205,000 

1,140,000 


1,160,000 
224,000 
293,000 


$ 643,000 
29.7¢ 


Balance at beginning of year 
add: Deferred Income Taxes over provided 


add: Earnings for year 


Balance at end of year 


28.9¢ 


1973 


$ 3,406,000 
220,000 


3,626,000 
643,000 
$ 4,269,000 


Consolidated Statement of Changes in Financial Position 
for the year ended December 31, 1974 


1974. 1973* 


Finances provided: 
Earnings for year $ 247,000 $ 643,000 
Depreciation 1,330,000 1,140,000 
Deferred income taxes 430,000 293,000 
Amortization of debt discount 19,000 16,000 
Generated by operations 2,026,000 2,092,000 
Bank loans and acceptances increase 3,899,000 3,114,000 
Government grants received 314,000 896,000 
Accounts receivable decrease / (increase) 180,000 (1,547,000) 
Cash of subsidiary acquired — 68,000 
Common and Class “A” shares issued — 55,000 
6,419,000 4,678,000 

Finances utilized: 

Inventories increase 2,516,000 2,696,000 
Fixed asset additions 2,288,000 . 2,181,000 
Accounts payable including taxes decrease 1,108,000 386,000 
Long term debt repaid 349,000 154,000 
Prepaid expenses increase 31,000 195,000 
6,292,000 5,612,000 
Decrease/(increase) in bank overdraft — net 127,000 (934,000) 
Bank overdraft/(balance) net of cash at beginning of year 773,000 (161,000) 
Bank overdraft net of cash at end of year $ 646,000 $ 773,000 


*Reclassified for comparative purposes 


Consolidated Textile Mills Limited 


and Subsidiaries 


Notes to Consolidated 


Financial Statements 
for the year ended December 31, 1974 


1. ACCOUNTING POLICIES: 


The consolidated financial statements include the accounts of the company 
and its subsidiaries all of which were acquired prior to 1974. The excess of the 
cost of shares of certain subsidiaries over the book value of their underlying 
net tangible assets at the time of acquisition is carried at cost. 


aa, 
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Foreign currency accounts are translated into Canadian dollars as follows: 
assets and liabilities at the exchange rates prevailing at the balance sheet date; 
income and expenses at the rates prevailing at the dates of transactions or at 
average rates for the year. 


c) Inventories are stated at the lowest of cost, replacement cost and net realizable 
value. 


d) Fixed assets are stated at cost less government grants. Depreciation is provided 
on the straight line basis over the estimated useful lives of the assets. 


e) Provision is made for all income taxes currently payable as well as for those 
which have been deferred to future years resulting from the excess of capital 
cost allowances deducted for tax purposes over the depreciation of fixed assets 
charged in the accounts. 


2. INVENTORIES: 


1974 1973 
Raw materials and supplies $ 4,227,000 $ 5,059,000 
Work in process including greige cloth, 
and finished goods 12,524,000 9,176,000 


$16,751,000 $14,235,000 
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3. BANK LOANS AND ACCEPTANCES: 


The bank loans and acceptances of $16,074,000 are secured by a general 
assignment of book debts and inventories. 


4. LONG TERM DEBT: 


Long term debt is as follows: 1974 1973 

7% Series ‘‘A”’ first mortgage sinking fund 

bonds maturing September 1, 1979 $1,235,000" $1,453,000 
634% Series “A” sinking fund debentures 

maturing February 1, 1980 1,337,000 1,468,000 

2,572,000 2,921,000 

Instalments due within one year 12,000 146,000 

$2,560,000 $2,775,000 


Sinking fund and maturing requirements over the next five years are as follows: 


ons 1976 1977 1978 WOK 
Requirements $175,000 $175,000 $175,000 $175,000 $1,050,000 
Bought back and 
cancelled 163,000 40,000 = = = 
Net requirements $ 12,000 $135,000 $175,000 $175,000 $1,050,000 
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5. CHANGES IN CAPITAL STOCK: 


a) In 1973, 84,700 Class ‘‘A” shares were issued at $4.05 per share to officers and 
employees of the company. There is a balance of $341,000 callable on demand 
oweing on these shares. The Class ‘‘A’’ shares are convertible on a share for 
share basis to common shares subject to the terms and conditions of the 
company’s share incentive plan and have no dividend rights until fully paid. 

At December 31, 1974 a trustee held 2,000 shares for the future benefit of 
employees. 
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At December 31, 1974 there were 48,225 share purchase warrants which 
entitled holders to purchase 227,863 common shares at $5.93 each. As these 
warrants expired on February 1, 1975, they have not been recognized in 
calculating 1974 earnings per share and 1973 earnings per share have been 
restated for comparative purposes. 


c) Some employees (excluding directors and officers) were granted options to 
purchase 21,000 common shares until August 31, 1975 at $2.37¥2 per share. 
These options have not yet been exercised. 


6. COMMITMENTS: 


The company has outstanding commitments with respect to long term leases for 
periods of up to twelve years. Rentals under these leases were $426,000 in 1974 


and will be a minimum of $408,000 in 1975 and lesser amounts through to 1986. 


7. EARNINGS PER SHARE: 


The earnings per share are calculated using the weighted average number of 
shares outstanding during the respective year: 


1974 1973 

At Year's At Year's 

December weighted December weighted 

31 average 31 average 

Issued shares: 

Common 2,173,389 2,173,389 2,173,389 Ze nioo Oi 
Class “A” 84,700 84,700 84,700 28,233 
Options on common shares 21,000 20,840 21,500 SYS 7/ 
2,279,089 2,218,929 2,279,589 2,226,547 


8. DIVIDEND RESTRICTIONS: 


Under restrictions imposed by the trust deeds for the bonds and debentures, 
no dividends (other than stock dividends) can be paid which will reduce 
consolidated retained earnings below $2,300,000. 


9. REMUNERATION OF DIRECTORS AND OFFICERS: 


The company has twelve directors who received $75,000 (1973 — $50,000) 
remuneration as directors. Of these directors, five are the company's officers. They, 
together with another director appointed in 1974, who is an officer of a subsidiary, 
received remuneration as officers and employees in 1974 of $203,000 

(1973 — five officers received $177,000). 
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Consolidated Textile Mills Limited 


and Subsidiaries 


Eight Year Comparative Earnings and Equity” 


Sales 


Net Operating Income 
less Depreciation 
Interest on Long Term Debt 


Earning/ (Loss) before taxes 
less Taxes (Payable) /Recoverable thereon 


Net Earnings 


Common shares — weighted average outstanding in year** 


Net Earnings per average common share 


Total Assets 

less Current Liabilities 
Deferred Income Taxes Payable 
Long Term Debt 


Shareholders’ Equity 


Common & Class ‘‘A’”’ Shares — outstanding at year end** 


Equity per Common & Class ‘‘A”’ Share at year end 


Average Shareholders’ Equity 


Return on Average Shareholders’ Equity 


*Results have been restated for consistency through the years. 


**Common shares have been restated to give effect to a 5% 
stock dividend in 1970, a 3 for 1 stock split at March 31, 1971 
and a 50% stock dividend at December 27, 1971 


The December 31, 1973 and 1974 shares include 84,700 Class ‘‘A’’ shares. 


The original number of shares outstanding were (at each year end): 


1973 1972 1971 
$36,201,000 $30,245,000 $23,525,000 
$ 2,505,000 2,190,000 $ 1,770,000 
(1,140,000) (750,000) (337,000) 
(205,000) (276,000) (232,000) 
$ 1,160,000 $ 1,164,000 $ 1,201,000 
(517,000) (551,000) (587,000) 
$ 643,000 $ 613,000 $ 614,000 
2,165,197 1,784,822 1,156,602 
29.7¢ 34.3¢ 53.1¢ 
$36,588,000 $30,773,000 $20,165,000 
(19,289,000) (14,631 ,000) (10,291,000) 
(2,336,000) (2,263,000) (1,247,000) 
(2,775,000) (2,950,000) (3,250,000) 
$12,188,000 $10,929,000 $ 5,377,000 
2,258,089 2,160,989 1,208,989 
$5.40 $5.06 $4.45 
$11,559,000 $ 8,153,000 $ 4,947,000 
5.6% 7.5% 12.4% 
2,258,089 2,160,989 1,208,989 


Consolidated Textile Mills Limited 


et ses filiales 


Beénéfices et avoir comparatifs sur une période de huit ans* 


1970 1969 1968 1967 
$16,232,000 $16,772,000 $17,349,000 $11,569,000 Ventes 
$ 1,536,000 $ 1,239,000 $ 951,000 $ 213,000 Revenu net d’exploitation 
(338,000) (377,000) (258,000) (216,000) moins Amortissement 
(241,000) (257,000) (267,000) (280,000) Intérét sur la dette a long terme 
6 957,000 $ 605,000 $ 426,000 $ (283,000) Bénéfices/(pertes) avant déductions d’impdts 
(472,000) (342,000) (198,000) 286,000 moins Impéts (payables) /recouvrables sur ce montant 
$ 485,000 $ 263,000 $ 228,000 $ 3,000 Bénéfices nets 
1,126,827 1,126,827 1,122,102 UNA SU Actions ordinaires — en circulation pendant |’exercice (moyenne pondérée) 
43.0¢ 23.3¢ 20.3¢ 0.2¢ Bénéfices nets par action ordinaire moyenne 
$14,740,000 $12,773,000 $12,158,000 $12,323,000 Actif total 
(6,261,000) (5,075,000) (4,901,000) (5,293,000) moins Passif a court terme 
(662,000) (190,000) 152,000 350,000 Impéts sur le revenu reportés 
(3,300,000) (3,475,000) (3,650,000) (3,825,000) Dette a long terme 
$ 4,517,000 $ 4,033,000 $ 3,759,000 $ 3,555,000 Avoir des actionnaires 
1,126,827 1,126,827 Vle2 WZ WBE Actions ordinaires et classe ‘‘A”’ en circulation** a la fin de l’exercice 
$4.01 $3.58 $3:35 $3.18 Avoir par action ordinaire et classe ‘‘A”’ a la fin de l’exercice 
$ 4,275,000 $ 3,896,000 $ 3,657,000 N/A Avoir moyen des actionnaires 
11.3% 6.8% 6.2% N/A Rendement sur l’avoir moyen des actionnaires 
*Les résultats des exercices ont été reclassifiés pour fins de comparaison. 
**Le chiffre des actions ordinaires a été recalculé de fagon a refléter un 
dividende en actions de 5% en 1970, un fractionnement des actions 
de 3 pour 1 au 31 mars 1971 et un dividende en actions de 50% 
au 27 décembre 1971. 
Les actions au 31 décembre 1973 et 1974 comprennent 84,700 actions classe ‘“‘A”’. 
250,406 238,482 237,482 236,482 Le nombre initial d’actions en circulation était (a la fin de chaque exercice): 
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